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Perspectives e 


The harsh summer weather has left an uneven legacy of 
“haves” and “have nots" among crop farmers, while sharply 
boosting feed costs for livestock and poultry producers. 
Your income this year and well into next depends a great 
deal on where you farm and what you raise. 


Farmers now harvesting good crops will benefit the most 
from stronger prices, but weather-reduced yields, withered 
pastures, and higher feed grain and hay prices spell 
difficult times for some crop and livestock producers. 


Crop supply prospects tighten further . . .« September 
forecasts for corn, soybeans, sorghum, and cotton all 
dropped from August. The corn harvest is now expected to 
be down 16% from 1979; sorghum down 33%; soybeans down 
19%; and cotton down 20%. Analysts say U.S. feed grain 
stocks will drop to about 28 million tons by Oct. l, 1981, 
quite a tumble from this October's 53 million. 





Farmers' prices now outpacing costs . . . Prices received 
by farmers rose for the fourth month in a row in August, 
climbing more than twice as fast as prices farmers pay 

to meet expenses. Since April, farm product prices have 
risen 14%, while costs have increased less than 4%. But 
farm prices had to make up for lost ground, so their gains 
put them only 8% above a year ago while costs are up 13%. 





Net farm income pumped up-~-but still down . . . Recent 
price improvements pumped some life into this year's sag- 
ging net farm income, but not enough. The estimate now 
ranges from $23-$25 billion, down 20-25% from 1979's $31 
billion. But tighter supplies and better prices should 
put net farm income back on the growth track next year. 





Forty billion and counting . . . U.S. farmers rang up an 
estimated $40 billion in export sales for the fiscal year 
that just ended Sept. 30--up a whopping 25% from 1979's 
$32 billion. That's the llth consecutive sales record, 
and it's a good bet 1981 will make it an even dozen. 
Analysts are forecasting in the $40-$45 billion range. 





Watch for news on Outlook '81 .. . USDA's annual outlook 
conference gets underway on Nov. 17 here in Washington, 

D.C. Experts will focus on 1981 prospects for agricul- 
ture: world trade, farm and food policy, major U.S. 
commodities, etc. Your local farm media may cover the 
highlights, and FARMLINE will be watching for items of 
special interest. If you'd like to join us, call (202) 
447-3050 for a preliminary program or further information.@ 
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The Farm Dollar: 
Reaping More, Keeping Less 


ven without this summer's drought, it 

would have been a frustrating year 
for U.S. agriculture, says USDA 
economist George Hoffman. 


The reason: Farmers are keeping less of 
every sales dollar than they did last year 


Although the figures are far from final 
forecasters expect 1980 net farm in- 
come to skid to a 3-year low of $23 to 
$25 billion. That's down about a fourth 
from 1979's estimated $31 billion 


This summer's pickup in farm prices in 
response to the hot, dry weather helped 
some, but not enough to substantially 
alter this year’s picture, Hoffman says 


The problem is that record sales and 
higher average prices do farmers little 
good when the extra dollars fail to cover 
even greater increases in production 
expenses 


Can’t Keep Up With Costs 

This year, farmers’ total production ex- 
penses may rise 10 to 12 percent from 
last year, Hoffman estimates. That's a 


stiff increase, and ail the worse because 
t follows right on top of an even higher 
jump in 1979 when farmers’ expen- 


ditures rose 18 percent 


Sharply higher costs have taxed most 
farmers beyond their ability to 
economize by cutting back or post- 
poning purchases. Fuel expenditures 
and short-term interest costs may show 
increases of 30 percent or more for the 
year, though only modest gains are be- 
ing recorded in costs for farm-origin in- 
puts (mostly feed and feeder livestock) 


On the other side of the equation is 
gross farm income. Overall cash 
receipts to livestock and poultry pro- 
ducers are not expected to increase 
much this year. However, crop receipts 
may rise by a tenth, and total 1980 
receipts for the farm sector will hit a new 
record. Government payments to pro- 
ducers may also rise 


However, the bottom line is that cash 
receipts from crop and livestock 
marketings will not keep pace with pro- 
duction expenses. 


The rise in cash receipts for the entire 
farm sector may total only 4 to 6 percent, 
with receipts reaching an estimated 
$137 to $140 billion for 1980, Hoffman 
says. Adding in government payments 
and other income items will mean gross 
farm income of around $155 billion, 
leaving net income in the $23 to $25 
billion range 


Aggregates Aren’t For Individuals 
Although national net farm income is an 
important measure of financial returns 
throughout agriculture, the figure lumps 
all farmers together, ignoring dif- 
ferences in the well-being of individual 
farmers, Hoffman says 


Some farmers, for example, lost an en- 
tire crop—perhaps representing a whole 
year's income—to the hot, dry weather 
that scorched the Plains states, south- 
east, and parts of the Corn Belt. Many 
livestock and poultry producers also suf- 
fered serious losses 


At the same time, however, other pro- 
ducers who weren't affected by the 
weather problems benefited from the 
substantial pickup in market prices. 
Many will continue to benefit—like those 
harvesting a bumper grain crop with a 
record yield this fall—because the 
deterioration in overall crop prospects 
should add lasting price strength to 
several 1980 crops. 


Besides weather, other factors such as 
commodities produced, tenure and debt 
status, degree of reliance on purchased 
inputs, and dependence on off-farm 
versus farm income should also be con- 
sidered to determine who's hurting and 
who's not. 


Crops Do Better Than Meat 

Among crops, producers of wheat, corn, 
tobacco, and cotton will probably show 
the biggest gains in receipts from last 
year. Modest increases are expected for 
soybeans, fruits, vegetables, and other 
crops. 


Likewise, the effects of higher input 
prices vary among crops. Crops that use 
relatively large amounts of energy have 
the greatest increases in cash costs—for 


Rising Expenses Cut 1980 Net Farm Income to Three-Year Low 





vestock receipts 
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1960 1970 1975 1976 1977 1978 1979 1980 
Includes government payments, value of net change in farm inventories, cash income from such sources as 
machine hire and custom work, and nonmoney income. 1980 estimated 
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=n with the record supply,” Hoffman sales, and, altogether, they receive !ess 

the Hardest hit are new farmers—especially explains. than 1 percent of all cash receipts going 

the those in soybeans, hogs, and poultry. Broiler production has also been high to agrioutawe. Over half of the farm sec- 

es. SSS and prices low. Though beef production tor’s total income comes from off-farm 

ose example, cotton, sorghum, and other has been lower than in 1979, the large — 

ha crops in the southwest use con- supply of competing meats held down all Off-farm jobs may be of help in dealing 

the siderable energy for pumping irrigation livestock prices. Dairy is the major ex- with downturns in the farm economy, 

acts water. ception in the livestock sector—strong though these jobs—if farm-related—can 

to me, : : prices for milk have kept dairy receipts be affected, too, when farmers aren't do- 

Similar differences apply to livestock substantially higher than last year. ing well. Moreover, this year’s economic 
and poultry producers, although—in ey : 

as general—they'll probably not do as well Cen On ne pon slump isn’t confined to the farm sector, 

ebt as crop producers in 1980. Production ee , stan ae URS ROME hes increased in 

sed costs are up, and total receipts will show pale iigue at —— seaggeregialag any eee, 

arm little to no increase this year, Hoffman — + gre me eer 

aia pai yoar, modities produced. Also, it’s not the only As Important As Income 

and - measure of a farmer’s financial situation. A farmer's wealth is another important 
“The expansion of pork production For instance, farm families who count on factor that doesn’t show up in net farm 
pushed hog prices this past spring to off-farm jobs for a large part of total income figures. Assets and debts pro- 
their lowest levels since 1974. And the — family earnings may be less vulnerable vide a measure of the financial 

orn, recession in the general economy to fluctuations in farm income. position—and security—of producers. 

10W weakened the demand for meat, so A third of all U.S. farms rely on off-farm In recent years, capital gains on farm 

last higher prices could not be maintained —_ jobs for more than 90 percent of family assets have far outdistanced farm in- 

for income. These farms earn less than come in adding to the real wealth of 

her $2,500 in annual gross farm product 

put — 

_ How Far:n Income Estimates Are Made 

-for A combination of efforts produces the ESCS economists use this informa- The results are published each sum- 


net farm income estimates issued by 
USDA's Economics, Statistics, and 
Cooperatives Service (ESCS). 


Throughout the year, agency statis- 
ticians collect survey data from farm- 
ers and others in agriculture. 


The surveys cover crop and live- 
stock production, farm product 
marketings, prices paid by farmers 
for production inputs, and prices 
received by farmers for their prod- 
ucts. 


tion along with domestic and foreign 
supply and demand prospects, 
weather data, and likely farm pro- 
duction expenses to arrive at a fore- 
cast of net farm income for the 
current and coming year. 


As conditions change, or when new 
information becomes available, the 
forecast may be adjusted. 


Once a year, a special survey is con- 
ducted across the country to gather 
information on just how much farm- 
ers actually spent for everything from 
fuel to fertilizer and feed to fencing 

(see story on page 7). 


mer covering the preceding year and 
assist economists in truing up net 
farm income estimates. 


Most of this year, for example, USDA 
economists were estimating that far- 
mers’ 1979 expenses had risen 16 
percent from 1978, but the survey 
showed an 18-percent increase. This 
contributed to some downward revi- 
sion in the estimate of 1979 net farm 
income from a little over $33 billion to 
about $31 billion. 





as 
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farmers. Although these gains don't pay 
the bills directly, the additional equity 
created often becomes the collateral for 
credit to meet current production ex- 
penses, to finance farm expansion, and 
to invest in new equipment and 
machinery 


Farm asset values tripled during the 
1970's, reaching around $920 billion this 
past January. Three-fourths of this value 
is in real estate 


Asset values have probably increased 
again this year, though at a slower rate 
than in the recent past. Farm debt, on 
the other hand, has likely grown at a 
faster rate 


Again, however, situations differ con- 
siderably among producers. In 1978, 
about a third of all farm assets were con- 
trolled by 6 percent of the farms with an- 
nual gross sales of $100,000 and over 
The bottom third of all farms in terms of 
sales controlled only 12 percent of total 
assets 


On the other hand, larger farms tend to 
have higher debts in relation to their 


Top Sellers Hold Largest Asset Wealth 
But Largest Debts, Too 


ale 








assets than small farms. Debts amount- 
ed to less than 10 percent of all assets 
for small farms in 1978 but over 20 per- 
cent of assets for large farms—those 
with sales of $100,000 and over. Also, 
larger producers are less likely to have 
off-farm income coming in. 


Consequently, even small changes in 
farm prices and income can give large 
operators cash flow problems in 
meeting debt payments and other farm 
and living expenses, although their 
wealth in assets may provide financial 
security over the long run. 


Tenure Question 

The effect of reduced cash flow also de- 
pends on the tenure of the farm 
operator. For example, a well- 
established farmer, who bought when 
land prices and credit rates were lower, 
is in a better cash flow position and more 
able to handle a debt load in lean times; 
this farmer can get credit more easily to 
cover increased production expenses. 


A newer farmer, however, who bought 
land more recently at higher prices and 
higher interest rates, has a high debt- 
equity ratio. It's harder for this farmer to 
get additional credit for production in- 
puts, and there may be more cash flow 
problems. 


Considering all the variables, among 
those hardest hit this year have been 
new entrants into soybeans, hogs, or 
poultry who use a high proportion of 
purchased inputs—especially if they 
don’t own their land and don't have out- 
side income. 


Farmers who raise corn, wheat, cotton, 
or tobacco have been relatively better 
off, especially if they are well- 
established producers with a large 
equity base. 


What’s Ahead? 

Is the 1980 drop in farm income a short- 
term problem, or is another decline next 
year just as likely? 


“The sharp decline of 1980 appears to 


be an aberration in a trend, and it seems 
even worse because it tumbled from the 
relatively high net farm income of last 
year,” Hoffman says. 


“There were a lot of unusual cir- 
cumstances which led to this year’s 
situation. Last year’s harvests resulted in 
records for six out of the 10 major 
crops—corn, wheat, soybeans, cotton, 
barley, and sorghum—an accomplish- 
ment unmatched since 1958. The bum- 
per crops tended to keep this year’s 
price increases modest.” 


In the long run, net farm income has 
been trending up. Moreover, each year 
there have been fewer farmers sharing 
the total. In the context of this trend, the 
drop in both per-farm and total net farm 
income in 1980 is clearly an exception. 


Current prospects, though highly uncer- 
tain, suggest an improvement in net 
farm income in 1981. Total meat pro- 
duction should be down from this year’s 
record levels, and prices should be 
higher. With smaller crops and tighter 
grain and oilseed supplies, farm prices 
could average sharply higher than this 
year. 


U.S. exports should continue strong, at 
least matching and probably exceeding 
this year’s record value. There may also 
be some recovery in the general 
economy, which could stimulate 
domestic demand for red meats. 


Another potential plus—especially for 
the longer term—would be the use of 
corn and other crops for energy prod- 
ucts, such as alcohol fuels. Though 
limited now, such alternative uses could 
eventually boost farm income. 


At the same time, however, farmers’ pro- 
duction costs will keep rising. Energy 
prices will continue to outpace other in- 
puts, and this will keep upward pressure 
on fertilizer prices. Land prices will also 
increase. Interest rates will depend on 
the underlying inflation sate in the 
general economy, which may remain 
relatively high for the next several years. 
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A Closer Look at Farm Expenditures — 


One Year Later 


{ n the worst runup since 1973, farm 
production expenditures rose about 
18% in 1979 to $135 billion, according to 
recent results of a nationwide survey of 
8,500 farmers and ranchers by USDA's 
Crop Reporting Board. 


That may sound like old news at a time 
when farmers and forecasters are 
already looking cautiously ahead to 
1981, but the record books on past years 
aren't closed until all the facts are in. 


The annual Farm Production Expen- 
diture Survey, in which farmers report 
their actual outlays during the past year, 
provides a detailed account of how the 
money was spent as well as a crucial 
check on the expense side of USDA'S 
farm income calculations (see accom- 
panying box). 


Cattle Costs Escalate 

The sharpest gain in 1979 expenditures 
was for livestock and poultry purchased 
mostly from other farmers. The total was 
$21.5 billion, 58 percent more than the 
$13.5 billion in 1978. 


A closer look finds that most of farmers’ 
spending in inis area was for cattle— 
largely purchases of feeder cattle (feed- 
lot operators are classified as farmers). 
These expenditures reached $17.7 
billion, up more than $7 billion. The ma- 
jor reason: Prices were substantially 
higher. 


For farm services, including rent, 
custom hired work, veterinarian serv- 
ices, insurance, marketing expenses, 
and other related business costs, the bill 
came to $19.4 billion, a $2.6 billion in- 
crease. Rent accounted for 53 percent of 
the total, slightly less than the year 
before. 


Feed Slips to Third 

Feed, which for the last 4 years was the 
biggest expenditure item in the farm 
sector, dropped to third place, with a 
total bill of $18 billion, up 9 percent. 


Seeds, plants, fertilizer, and agricultural 

chemicals added up to $15.5 billion. A 
ar before, the total had been $12.9 
lion. 
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Farmers shelled out $15.2 billion for 
automobiles, trucks, tractors, and other 
machinery (before trade-in adjust- 
ments), compared with $13.5 billion in 
1978. 


Interest on debt cost producers $9.2 
billion last year, a 23-percent increase 
from 1978's $7.5 billion. 


As expected, energy also carried a much 
higher price tag—up 26 percent to $8.2 
billion. Gasoline expenditures were $2.8 
billion and diesel fuel $2.3 billion—each 
up a third—while electricity advanced 18 
percent to $1.6 billion. 





A relatively small number of large farms 
did most of the spending. For example, 
farms with gross annual sales of 
$200,000 or more represented only 7 
percent of the sample farms surveyed 
but accounted for almost half of all 
expenditures reported. 


The average expenditure per farm in 
1979 came to about $58,000, a 20- 
percent rise from 1978's $48,000. The 
percent increase per farm is larger than 
the overall 18-percent gain in farm sec- 
tor expenditures because of the slight 
decline in the number of farms between 
1978 and 1979. 





How Survey Results 
Affect Income 
Accounts 


Farm Production Expenditure Sur- 
vey results help true up USDA's net 
farm income estimates for the 
previous year and establish a base 
for expense and net income fore- 
casts for the current and the coming 
year. 





However, the survey data cannot be 
directly applied to USDA's farm in- 
come accounts. Many differences ex- 
ist between farmers’ expenditures as 
reported in the survey and farm pro- 
duction expenses reported in the 
farm income accounts. 


One big difference is that the farm in- 
come accounts consider agriculture 
as a separate sector of the U.S. 
economy, so that transactions be- 
tween producers are offsetting. 


In other words, when one farmer 
purchases feeder livestock from 
another, the first farmer's expen- 
diture is the second farmer's income. 
While the cost to the first farmer is re- 
ported in the expenditure survey, 
neither the expenditure nor the in- 
come is included in the farm income 
series because they cancel each 
other out. 


Another major difference between 
expenditures in the survey and 
expenses in the income accounts in- 
volves the calculation of capital out- 
lays. For example, when a farmer 
buys a new combine or builds a new 
confinement shelter, the entire cost is 
reported in the year of purchase in 
the expenditure survey. 


However, in the income accounts, the 
investment will be depreciated over 
its useful life, so that only a percen- 
tage of its cost—along with interest 
and insurance—will be considered as 
an expense in the year of purchase 
and each year throughout the 
depreciation term. 


When data from the latest expen- 
diture survey went into the com- 
puters, the figures were recalculated 
based on these and other differences. 
The results put 1979's total farm pro- 
duction expenses at $119 billion, 
some $16 billion less than the $135 
billion expenditure total reported in 
the survey. 


The expense figure still came as a 
surprise because economists had 
previously estimated the overall in- 
crease in expenses at around 16 
percent—rather than 18 percent— 
from 1978's $101 billion. 
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A Sizzling Summer 
Singes Crop Prospects 


s this year’s harvest swings into full 
Ft American farmers and their 
customers from New York City to Tokyo 
are waiting to see how much the summer 
heat and drought left—and at what 
prices. 


While final production figures on spring- 
planted crops won't be in until January, 
late summer reports indicated severe 
losses to corn, soybeans, sorghum, and 
cotton crops—especially in major pro- 
duction areas of the Great Plains, the 
Corn Belt, and the southeast: 


® The corn crop was expected to be 
6.53 billion bushels, still the third biggest 
ever, but 10 percent less than mid- 
summer expectations. 


® Sorghum was pegged at 547 million 
bushels, down about a third from last 
year. Total feed grain production—corn, 
oats, barley, and sorghum—was ex- 
pected to be down 17 percent from last 
year’s record. 


® Soybean production was expected to 
drop 19 percent from the 1979 crop to 
1.83 billion bushels — still the third 
largest U.S. harvest. 


® Hay production was expected to drop 
15 percent from last year to 124 million 
tons. 


* Cotton output was forecast at 11.7 
million bales, down 20 percent from 
1979. 


© All wheat production should reach a 
record 2.35 billion bushels, 10 percent 
more than last year. However, most of 
this—1.85 billion bushels—is winter 
wheat which wasn't affected by the harsh 
summer. The durum crop is off 4 per- 
cent from 1979, and other spring wheat 
is down 13 percent because of poor 
yields 


Of course, factors other than weather— 
such as changing planted acreage and 
fertilizer inputs—also affected pro- 
duction of many of these crops. 


All Signs Boded Well 

The dry, scorching weather has made 
1980 a year that many farmers would 
like to forget. But early this year, ail 
weather signs boded well. 


Unlike patterns of earlier droughts in the 
mid-1950’s and mid-1930's, the 1980 
crop started with excellent moisture 
supplies everywhere except the 
northern Great Plains and part of west 
central Texas, thanks to winter storms 
and heavy rainfall. 


Then a high pressure ridge formed over 
the Canadian Rockies, diverting the 
primary jet stream—and associated 
storm systems—into Alaska before turn- 
ing back to the U.S. The secondary jet 
stream was shifted south across the 
southwest. The result: storms were 
blocked from the Great Plains. 


By mid-June, the initial blocking ridge 
broke up, as rain finally swept over the 
Great Plains. But another formed over 
the south-central states, lasting until 
mid-July. Drought settled over the 
southwest, damaging sorghum, cotton, 
and corn. 


The heat wave spread eastward, singe- 
ing some crops in the southeast, and 
severely damaging crops in the central 
Plains. 


In late July, two frontal systems brought 
rain and cooler temperatures to the 
Great Plains, Corn Belt, and Atlantic 
Coast to break the drought. But relief 
came too late for many farmers. 


As of July 30, 561 counties were eligible 
for FmHA drought emergency loans, 
and another 370 counties were marked 
for Agricultural Stabilization and Con- 
servation Service emergency feed pro- 
grams. 


Prospective Supplies Tighten 
However, farmers who escaped drought 
damage may find much better prices 
ahead as prospective crop supplies 
have tightened markedly. 


Here are USDA's late-summer supply- 
demand expectations for the new crop 
season: 


® Feed grain demand for 1980/81 was 
pegged at around 219 million metric 
tons, against a forecast 194 million ton 
1980 harvest. This would slice stocks 
from 53 million tons at the beginning of 
this marketing year to a projected 28 
million tons at the end. 


® Soybean demand was also project- 
ed to exceed production, with total de- 
mand set at about 54 million metric tons 
against 50 million metric tons of output. 





Crop Yields to Drop Sharply 
From Last Year 


Bushels per acre 
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Prospective crop supplies have tightened 
markedly. 
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® Cotton production and demand were 
seen in near balance, with 11.7 million 
bales of production matched against 
12.2 million bales of demand. 


Better Prices Ahead? 
What will be the effects of these 
tightened supplies on prices? 


By late summer, USDA experts were 
pushing up their farm price estimates as 
the supply and demand situation 
tightened. For example, the 1980/81 
season average corn price forecast was 
revised from $2.45-$2.85 in July to 
$3.00-$3.50 per bushel. 


Soybean prices of $5.63 per bushel in 
April jumped to $6.97 in July, and 
later conditions suggested an average 
farm price of $8.20 for the marketing 


year which began on September 1. How- 
ever, economists say the season 
average could range anywhere between 
$6.95 and $9.45. 


Farm prices for wheat were projected 
between $3.90 and $4.25 per bushel, 
compared with $3.82 last season. 


While the exact figures are still up in the 
air, they could be strengthened further if 
worldwide shortfalls occur, increasing 
export pressures. 


Livestock production may be thrown out 
of kilter by higher than expected feed 
grain prices resulting from the drought. 
Nonfed steer and heifer slaughter will in- 
crease because of large feeder cattle 
supplies and drought-damaged range 
throughout many overwintering areas. 


Beef production through year’s end will 
be near or slightly above year-earlier 
levels. Fed cattle prices may be near $75 
in late 1980, as supplies of competing 
meats decline. 


Decline in Grain Stocks Predicted as Supply Prospects 


Tighten for Weather-Damaged 1980 Crops 


Corn 


All grains' 
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AgRISTARS for the Crops 
of the Eighties 



















atellite sensors that monitor U.S. and 

world crops and computer models 
that “complain” about the weather are 
on their way to becoming important new 
tools in agriculture’s growing informa- 
tion arsenal. 


“American agriculture is stepping into 
the space age, with a direct benefit for 
U.S. farmers,” says Bill Kibler, the head 
statistician of USDA’s Economics, Sta- 
tistics and Cooperatives Service (ESCS). 


The research effort to gain timely infor- 
mation about the earth through remote 
sensing by satellite and special 
technology on the ground is called 
AgRISTARS (Agriculture and Resource 
Inventory Surveys Through Aerospace 
Remote Sensing). 


Begun this year, the 5-year, $300 million 
project involves USDA, the National 
Aeronautics and Space Administration 
(NASA), the National Oceanic and At- 
mospheric Administration (NOAA), and 
other experts on crops, weather, and 
satellites. 


The overall purpose is to explore ways to 
keep track of crop conditions, forecast 
harvests for major commodities, and 
monitor land use and renewable 
resources. Using satellite imagery, 
AgRISTARS will monitor wheat, barley, 
rice, corn and soybeans in both the U.S. 
and several foreign countries. Other 
crops, monitored only in the U.S., will in- 
clude cotton, sorghum, sunflower, and 
potatoes. 
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USDA has the leadership role in five of 
the eight AgRISTARS research proj- 
ects: Early Warning/Crop Condition 
Assessment, Domestic Crops and Land 
Cover, Soil Moisture, Renewable 
Resources Inventory, and Conservation 
and Pollution. NASA is responsible for 
two: Foreign Commodity Production 
Forecasting, and Supporting Research, 
which involves new sensing techniques. 
NOAA has the lead responsibility for the 
Yield Model Development project. 


Forty Year History 

USDA's interest in remote sensing spans 
more than 40 years. In the 1940's, 
remote sensing efforts used cameras 
mounted in airplanes to get photos of 
U.S. land areas. In 1972, the first Earth 
Resources Technology Satellite, now 
called LANDSAT 1, was launched into 
orbit. 


In 1974, NASA and USDA began an in- 
formation evaluation project called 
LACIE (Large Area Crop Inventory 
Experiment) designed to estimate wheat 
production worldwide. 


lf anticipated AgRISTARS technology 
had been operational several years ago, 
it might have saved U.S. farmers some 
money. 


In 1977, for example, the Soviet wheat 
shortfall was not completely apparent 
until 5 months into the marketing 
season. When wheat prices jumped, it 
was too late for many U.S. farmers to 
cash in. 


ironically, an August 1977 LACIE experi- 
ment put Soviet wheat production at a 
level within 6 percent of the official pro- 
duction figures finally released by the 
Russians in January 1978. A later 
satellite-based estimate varied by only 1 
percent from the official Soviet figure. 
These findings were not reported at the 
time, according to Rich Allen, ESCS sta- 
tistician at work on AgRISTARS, 
because LACIE procedures were not yet 
considered credible by USDA analysts. 
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However, because LACIE and other 
remote sensing research demonstrated 
the possibility of improving crop pro- 
duction estimates, USDA saw a clear 
need to build on this experience and ex- 
pand the scope of aerospace tech- 
nology research. 


Clouds Get In the Way 

AgRISTARS offers Early Warning/Crop 
Condition Assessment investigations for 
several crops and areas in the U.S. and 
in seven foreign countries that will per- 
mit USDA to see changes in the quality 
and production of economically impor- 
tant crops at various stages of 
development. 


In making crop condition assessments, 
AgRISTARS will develop techniques for 
merging satellite data with information 
collected by ground observers and from 
weather stations to enhance accuracy, 
timeliness, and reliability. 


Bird’s-Eye View 

By Satellite 

AgRISTARS' bird's-eye view of the 
world comes from the vantage point 
of a LANDSAT satellite. 


Three LANDSAT satellites have been 
launched since 1972. LANDSAT 1 is 
no longer operational, but LANDSAT 
2 is working well, after a respite, 
collecting U.S. and a limited amount 
of foreign data. LANDSAT 3 is “ex- 
tremely sick,” according to latest 
reports. LANDSAT 4 is expected in 
orbit by early 1983. 





LANDSAT, averaging 600 miles over- 
head, does not photograph the crop 
or land but measures the solar 
energy reflected from individual 
crops to form an identifiable sig- 
nature. These resulting measure- 
ments are transmitted to ground sta- 
tions as digital information which is 
converted by computer to an image 
of what the satellite observes. 


Each image from a LANDSAT satelite 
covers 100 miles on each side and is 
reported every 18 days. 





Satellite information alone has limita- 
tions: clouds get in the way, for instance, 
blotting the image. But a combination of 
satellite information supplernented by 
ground observations provides “the best 
information we can get,” according to 
Allen. 


For example, data from LANDSAT 2 and 
3 went into the mix to develop the official 
planted crop acreage estimates for the 
1978 lowa corn and soybean crops 
issued in January 1979 by USDA's Crop 
Reporting Board. Kansas wheat will be 
included for 1980. 


The AgRISTARS experts are reviewing 
LANDSAT satellite and meteorological 
data for the following countries, crops, 
and conditions: corn in Argentina; the 
winter snow pack in Afghanistan; wheat 
and pasture in Australia; soybeans in 
Brazil; winter wheat in China and USSR; 
winter grains in India; water reserves in 
Mexico; and soybeans in Paraguay. 


Computer Crops 

What about other AgRISTARS research? 
Already models are being tested that 
“grow” a crop within a computer ac- 
cording to actual field conditions. 


For example, a computer “corn crop” is 
being grown. The computer is fed daily 
weather data, environmental, and plant 
characteristics to represent growing 
conditions as an indication of yields for 
specific regions of the country. 


Stress situations, like high temperatures 
or lack of moisture, affect the com- 
puter’s “crop,” and it can issue alerts 
before any real crop damage becomes 
apparent in farmers’ fields. 


Another AgRISTARS project aids in 
conservation and pollution studies by 
estimating soil moisture over large 
areas. This work will help farmers plan 
irrigation. 
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Delivery: 


Most Futures Hedgers Know Better : 


This is the third article in a special 
FARMLINE series designed to provide 
more information about futures markets 
and how they work 


Although a good understanding of 
futures markets and their use can prove 
valuable, this series is not intended to 
recommend hedging as a marketing 
strategy. Hedging has its risks, as well as 
benefits, and successful hedging usually 
requires considerable knowledge, time, 
and skill 


sk some farmers about hedging and 
poe ll comment on how hard it 
would be to make delivery under a 
futures contract 


as Allen Paul, a USDA 
economist who studies futures markets 
points out, delivery is usually avoided by 
experienced hedgers. They typically lift 
their hedges through offsetting trades— 
buying back the same number of con- 
tracts they sold or selling the same num- 
ber they Dougnht 


However 


Making delivery on the futures contracts 
s seldom the most efficient way out of a 
hedge, particularly for the farmer, Paul 
He notes that futures markets are 
transfer risks, not pro- 


says 
designed to 
ducts 


The contracts provide for delivery so 
that and futures prices will be 
linked together. Normally, just the threat 
of delivery is enough to accomplish that 
goal. Deliveries against agricultural 
futures contracts usually amount to less 
than 5 percent of the average number of 
open positions reported (contracts that 
have been entered into and not quickly 
offset) 


casn 





“Futures markets are designed to trans- 
fer risks, not products.” 





Delivery is Exception, Not Rule, in 
Futures Trading 








Average 
open Initial Percent 

Contract positions  deli- settied 

in 1979" veries? by delivery’ 
Live cattle 
(40,000 Ibs.) 71,000 6,306 8.9 
Live hogs® 
(30,000 Ibs.) 26,000 398 1.5 
Wheat* 
(5,000 bu.) 243,000 5,873 2.4 
Corn* 
(5,000 bu.) 837,000 12,744 1.5 
Soybeans‘ 
(5,000 bu.) 





nearest thousand. * Excludes com- 

dities redelivered against other futures commit- 
ments. > Chicago Merchantile Exchange. * Chicago 
Board of Trade 


Rounded to 


For the farmer who has the product on 
hand, delivery on a futures contract can 
appear to offer considerable profits 
when the futures price is well above the 
local cash price. But nine times out of 
ten those “attractive” delivery oppor- 
tunities are not all that appealing when 
viewed up close, Paul says 


Cost of Transporting 

One reason is the cost of transporting 
the product to futures delivery points 
They're generally located at a major 
cash market for the product, which puts 
them a short haul away for some pro- 
ducers but a good distance from many 
others. Of course, the nearer a local 
cash market is to a futures delivery 
point, the closer the two prices are likely 
to be at the contract maturity date. 


In the case of cattle and hogs, the 
delivery points are among the key live- 
stock marketing points throughout mid- 
die America, since this area produces 
the largest proportion of the nation’s 
livestock. 











« 
The cotton futures market specifies To 
delivery at the key warehousing and Aft 
marketing points for the largest U.S. cot- yes 
ton regions. Kansas City is the delivery sel 
point for hard red winter wheat, and Min- po 
neapolis and Duluth for spring wheat. als 
The frozen orange juice contract re- to 
quires delivery at regulated ware- an 
houses at or near Florida processing rec 
plants. the 
Critical Location The 
The location of the delivery points is th¢ 
critical because the availability and cost f 9 
of transportation and storage affect the po! 
ability to deliver a commodity. Anything wo 
that affects delivery also affects futures Eve 
prices. did 
For example, Chicago’s changing role in 197 
the marketing system created a potential 
delivery problem for wheat and corn. As 
the main marketing flow for grains Far 
shifted from Chicago and nearby @ Ma 
areas—that flow now goes down the 
rivers and through Gulf ports—it 
became unprofitable to build new 
elevators there. Warehouse space has 
actually declined slightly—all at the 
same time that trading volume on 
Chicago contracts has sharply} 
increased. 
The dilemma was the lack of an obvious 
alternative to Chicago as a delivery cen 
ter. Little grain storage space exists 
anywhere on the rivers (except at ~ J 
Louis, where it is tied to processing 
facilities and not really available for @°& 
public storage). Many elevators are in ac 
New Orleans, but they are export >be 
loadout facilities, geared to high turn- OFé 
over rather than storage. ALi 
| Seemann acme 0 Li 
Look again. Close up, most “attractive” " 
delivery opportunities aren’t all that ne 
appealing. trad 

( iv 
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Toledo Selected 

After wrestling with the problem for 
years, the Chicago Board of Trade finally 
selected Toledo as an additional delivery 
point. Toledo was picked because it is 
also a Lake port, with a basis very similar 
to Chicago’s, and because it had large 
and growing facilities built to store the 
region’s grain and soybean crops during 
the winter freeze on the Lakes. 


The addition of Toledo nearly doubled 
the available warehouse space, 
decreasing the chances that trans- 
portation tieups or warehouse strikes 
would affect futures prices. 


Even the addition of Toledo, however, 
did not prevent problems in the March 
1979 Chicago wheat contract. 


Sear k 


Four days before trading was due to ex- 
pire on the contract, the Commodity 
Futures Trading Commission (CFTC), 
which regulates futures markets, 
suspended trading due to the threat of a 
squeeze. A few long traders (those who 
had contracted to buy the commodity) 
held contracts calling for deliveries ex- 
ceeding three times the deliverable 
supply. 


The CFTC cited the congestion of 
Chicago and Toledo elevator space with 
corn and soybeans and the shortage of 
transportation as factors contributing to 
the threatened manipulation. 


Distant Wheat 
These events were accompanied by ex- 
tremely strong prices for the March 








a a, 


Farmer Delivery Points Located on Main Shipping Channels and at Major Cash 
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‘Delivery points shown are for live cattle, feeder cattle, and live hog contracts traded on the Chicago 
Merchantile Exchange; corn and soybean contracts traded at the Chicago Board of Trade; wheat contracts 
traded at the Chicago Board of Trade (Chicago and Toledo delivery points), the Minneapolis Grain Exchange 
(Minneapolis and Duluth-Superior), and the Kansas City Board of Trade (Kansas City); and cotton contracts 


traded on the New York Cotton Exchange 


Approval 


roy 


FARMLINE/October 1980 


S pending on Greeley as a delivery point for live cattle 


wheat contract, giving the appearance of 
a good profit opportunity for farmers to 
deliver wheat. But the only available 
wheat of a deliverable type was a long 
distance from Chicago. 


It's likely that additional wheat could 
have been delivered only if it had been 
trucked from Minneapolis, with the 
trucks back-hauling corn to make room 
in the elevators for the wheat. 


This would obviously have been costly— 
especially since the corn would have 
been taken further from its eventual 
markets in the process. 


Paul suggests this illustrates the usual 
trouble with the tales of high-profit op- 
portunities in futures deliveries. On 
closer inspection, it turns out that the 
price was attractive because delivery 
was difficult. 


The difference between the futures price 
and a farmer’s local cash price will 
usually reflect the additional costs, re- 
quirements, and difficulties of delivery 
on futures, so Paul strongly suggests 
that offsetting contracts is the way for 
most producers to go. 


Avoid Delivery Months 

In fact, says Paul, many experienced 
hedgers avoid delivery months 
altogether. They find they get a more 
consistent basis by placing their hedges 
on contracts maturing a month beyond 
their expected cash market trans- 
actions, or they roll their hedges forward 
into the next option just before the 
delivery month starts. 


Even in the best of times, delivery 
against a futures contract often carries 
more problems than delivery to normal 
cash buyers. That’s because a futures 
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contract's terms, other than price, are 
highly standardized and in many ways 
inflexible. 


It has to be that way, or no one would 
dare take a position 6 or 12 months out. 
The contract leaves no room for deiivery 
details to be worked out by buyer and 
seller (they don’t even know each other’s 
names) 


Usually, the product delivered is not the 
precise quality the buyer would order, it 
is not delivered where and when the 
buyer needs it, and the payment terms 
are not what the buyer would select 


Contract is Compromise 

The futures contract is usually a com- 
promise: the most commonly available 
grade in a standard-sized batch, 
delivered to some place where such 
things are frequently traded 


The futures contract is also buttressed 
with detailed specifications, fixed condi- 
tions of delivery, and third-party inspec- 
tions. If more than one grade is 
deliverable, there may be fixed differen- 


tials that may or may not reflect the 
market at delivery time. 


All of these problems associated with 
delivery on a futures contract are com- 
pounded by the fact that the market 
tends to price the cheapest available 
item that is eligible for delivery. 


If there is a grade of cotton available for 
delivery that the futures contract values 
more highly than the cash market, the 
cotton will tend to be delivered on 
futures—and the current bids for cotton 
futures contracts will reflect that. If the 
cash market is heavily discounting No. 3 
corn, that will tend to depress the price 
of corn futures. 


inflexibility Problem 

The inflexibility of the futures contract 
can lead to occasional distortion of the 
futures price if there is a warehouse 
strike, transportation tieup, or a shor- 
tage of USDA graders (so the cattle 
might have to stand overnight). 


The futures exchanges try to minimize 
such problems through good contract 





design. Each contract must also be ap- 
proved by the CFTC, which does its own 
analysis and evaluation. But still there 
are occasional problems. 


A bad situation is lack of enough 
delivery capability. If that happens, then 
the local cash and maturing futures 
prices will not converge in a normal way 
and the longs (those who have contrac- 
ted to buy the product) can force the 
shorts (those who have contracted to 
sell) to pay a high price to offset their 
contracts. 


That's almost always a delivery month 
phenomenon, Paul says. However, 
another bad situation for a futures con- 
tract may be terms that are too per- 
missive of what can be delivered and 
where—in which case few will want to 
take the long side of the contract and the 
futures market will gradually disappear. 


Exceptions to the Rule 


USD, economist Ailen Paul suggests 
that farmers who want to lift their 
hedges should generally plan to 
offset rather than deliver unless: 








© They normally market their pro- 
ducts at a regular futures delivery 
point 


© They produce an item that 
matches the deliverable item 
specified in the futures contract right 
down to size, grade, and weight, or 
any other specifications. 


© They are intimately familiar with 
the special requirements of futures 
delivery and any special costs 
associated with it. 


© They have the time to monitor the 
futures market intensively on a con- 
tinuing basis. 


Most producers, Paul concludes, 
shouldn't look at the futures market 
as a delivery opportunity. Its real 
value lies in the market information 
and the hedging opportunities it 
provides. 

2 





FARMLINE/October 1980 





FA 





980 


World Update 
a 


Competitor 
Becomes Better 
Customer 


Despite a late-summer improve- 
ment in Canada’s grains, crop 
shortfalls have forced heavier than 
usual buying forays south to ob- 
tain U.S. feed grains 


Canada’s wheat supplies in late 
summer were down 15 percent 

from a year ago. And feed grain 
supplies were off 13 percent. 


So, to maintain their livestock 
herds and make sure they can 
fulfill their own overseas 
customers’ orders, the Canadians 
have stepped up import license 
issuances above the normal 
volume of 600,000 to 700,000 tons 
purchased annually from us 


They may also be shopping for 
soybeans from the U.S. Yields per 
acre are off because of drought, 
and Canadian farmers in the 
spring cut oilseed acreage sharp- 
ly in favor of grains in light of the 
much higher prospective prices 
for them 


Besides drought, Canadian farm- 
ers shared another concern with 
their U.S. neighbors: decreasing 
net farm income. It may fall 16 
percent 


Record Sales 
Further South 


U.S. farm product shipments to 
Latin America this year are rising 
sharply, reflecting disappointing 
crops in most of Latin America’s 
countries and less competition 
from Argentina. 
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For the year ending October 1, 
U.S. exports to Latin America 
could top $5 billion. Wheat ship- 
ments, alone, may equal the 
record 1978 volume of 6.8 million 
metric tons 


Volume exports of several other 
U.S. farm products to Latin 
America may also set records for 
the pe-iod: oilseeds and meals, 
vegetable oils, meats and 
preparations, and fruits and 
vegetables 


But the greatest rise in exports has 
been in corn and grain sorghum, 
sold mainly in Mexico, more than 
doubling the volume of a year ago. 


Coping With Less, 
Soviet Style 


Their own poor 1979 crops, and 
the restriction on buying U.S 
products, have forced the Soviets 
to adjust their feed-livestock 
economy 


® They drew down their reserve 
grain stocks, and searched the 
world for available grains and oil- 
seeds, often paying premium 
prices. But during the first half of 
1980 they were still 10 percent 
short of their feed grain 
requirements. 


® Accordingly, they cut live- 
stock feeding, slaughtered lighter- 
weight animals, and allowed herd 
expansions. Soviet statistics 
listed hog numbers in August 
below where they were in either 
1978 or 1979, while cattle num- 
bers remained barely above year- 
ago levels. The rate of growth of 
poultry flocks was the lowest of the 
past 6 years. 


® Soviet meat output on state 
and collective farms was down 3 
percent during the first seven 
months of 1980, and milk output 
fell 4 percent. 


© While meat and butter may be 
available to Muscovites who can 
stand in line long enough, doing 
without is frequently the only alter- 
native in provincial towns and 
cities. Shortages of meat and dairy 
products have figured prominently 
in the unprecedented reports of 
strikes and work stoppages in 
Soviet motor vehicle plants in out- 
lying areas. 


Soviet grain production this year 
will probably fall far short of their 
announced goal of 235 million 
tons. And if output rises as fore- 
cast—about 30 million tons—the 
Soviets may import only a few 
million tons less than last year as 
they strive to rebuild stocks 


The accompanying table shows 
how the Soviets fared in grain out- 
put in recent years, as well as their 
import levels 


Soviet Grain Output To Rise, 
But Without Much Impact on 


imports 





Production Imports 





million metric tons 


1975 140 26 
1976 224 11 
1977 196 19 
1978 237 16 
1979 179 31 
1980 (est.) 210 28 





Iran Shops 
At Other Ports 


iran is apparently trying to write off 
the U.S. as a supplier of farm and 
food products—a hard task, con- 
sidering America’s dominant role 
in world agriculture 


Nevertheless, economist Michael 
Kurtzig reports they are largely 
succeeding. He adds that, in the 
process, the Iranians are ex- 
periencing shortages of foods they 
had seen on shelves before their 
internal upheaval began, impor- 
tant items among these are meat, 
poultry, and eggs 


Who is supplying Iran now? 
Kurtzig lists the following 


© Australia, primarily, for wheat, 
with Argentina, Romania, and 
Western Europe supplementing 


© Thailand, Pakistan, and Dubai 

for rice, although a considerable 
amount of U.S. rice ends up there 
after going to other countries in 

the Persian Gulf 


® Australia, Canada, and France 
for barley 


® Brazil, Spain, France, and the 
Netherlands for vegetable oils 





Food Aid: 


An Investment that Pays Off 


he phenomenal growth in U.S. farm 

exports—from $7 billion in fiscal 
1970 to about $40 billion in 1980—is, at 
least partly, a graphic example of how 
helping others can be a good way of 
helping yourself. 


Of the top ten cash customers for U.S 
agricultural goods last year, almost all 
are past recipients of U.S. food aid 
Scores of other major foreign buyers 
were also once dependent on U.S. food 
aid 


The U.S. has always been generous with 
food. Under the Agricultural Trade 
Development Act of 1954, commonly 
called Public Law 480 (P.L. 480), the 
value of U.S. food aid through fiscal 
1979 totaled $29 billion. On an annual 
basis, it has ranged from $385 million in 
1955 to a record $1.6 billion in 1965 and 
averaged about $1.1 billion annually for 
the last 3 years 


Wheat exports have accounted for 40 
percent of the program's value, followed 


by rice at 11 percent. Other major com- 
modities exported under the program 
have been feed grains, wheat flour, soy- 
bean oil, tobacco, cotton, and nonfat dry 
milk. 


More Than One Hundred 

Almost every country in the world, at one 
time or another, has received P.L. 480 
shipments, although 80 percent of the 
total program value has gone to 
developing countries. India, Pakistan, 
South Korea, Egypt, !ndonesia, and 
South Vietnam received over 60 percent 
of the total value shipped to more than 
100 developing countries since 1955. In- 
dia, the leading recipient, received 20 
percent of all P.L. 480 exports. 


P.L. 480 shipments have also gone to 
about 30 developed countries. Of this 
aid, two-thirds went to Yugoslavia, 
Spain, Poland, Italy, Japan, Portugal, 
and Greece, mostly during the late 
1950's. During the last 10 years, except 
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Like Taiwan, Many Big Customers Start with 


U.S. Food Aid; Others, Like Egypt, Show Progress 
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for Portugal, no developed country has 
received U.S. food aid. 


The P.L. 480 program was created with 
the U.S. farmer in mind as a means to 
dispose of surpluses, mainly grains, to 
countries that couldn't afford to buy. 


However, in 1966, P.L. 480 underwent a 
major policy change. That year the grain 
harvest in India was reduced drastically 
by bad weather. At the same time, In- 
dia’s popuiation increased by an es- 
timated 12 million. The country was on 
the brink of starvation. 


Although U.S. stocks were also low, 
Americans felt obligated to assist India 
and any other country in a similar pre- 
dicament. The Food for Peace Act of 
1966 amended P.L. 480 and omitted 
references to U.S. surpluses, putting the 
emphasis instead on promoting eco- 
nomic development abroad and com- 
bating world hunger and malnutrition. 


Credit Sales To Care Packages 

P.L. 480 includes several programs by 
which needy countries can receive U.S. 
food aid: Title | Concessional sales, Title 
I| Donations, and Title Ill Food for 
Development. 


Title | exports totaled $21 billion or about 
70 percent of the entire program cost 
during 1955-1979. This program in- 
volved sales for local currencies until 
1972 and long-term dollar credit sales at 
very low interest rates beginning in 1966. 
Terms for dollar sales generally call for a 
maximum credit period of 20-40 years. 


Commodities under Title | are exported 
entirely by private U.S. traders with 
prices the same as for commercial sales. 


Title Il shipments, which include all food 
donations, totaled nearly $7 billion or a 
fourth of all P.L. 480 exports since 1955. 


Title 11 commodities are distributed by 
non-profit voluntary U.S. agencies— 
such as Care—international agencies, 
mainly the World Food Program, and on 
a bilateral government-to-government 
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basis. Voluntary agencies handle about 
two-thirds of all Title Il exports. 


These exports are used for feeding pro- 
grams, self-help development projects, 
and disaster relief. They are aimed at 
low-income groups, including expectant 
mothers, preschool and school children, 
and disaster victims abroad. 


Title Ill, or the Food for Development 
Program, was added to P.L. 480 in 1977. 
It encourages recipient countries to use 
the local currency proceeds from the 
domestic sale of commodities provided 
under Title | to promote their food and 
agricultural development, with emphasis 
on helping the poor. Proceeds used to 
carry out agreed projects are viewed as 
partial repayment of Title | debt. 


Last year, Title Ill agreements were 
signed with Honduras for $4 million over 
2 years; with Sudan for $100 million in 
wheat and flour over 5 years; and with 


Crisis in East Africa 


U.S. food aid is critical to eastern 
Africa this year. 


Relentless drought has stifled a 
marginal farm production system, 
and wars and internal conflicts inten- 
sified the problem by uprooting many 
farmers and creating large refugee 
communities dependent on outside 
food. 


Eight countries—Djibouti, Ethiopia, 
Somalia, Kenya, Uganda, Tanzania, 
Zambia, and Mozambique—with a 
combined population of 95 million 
face the worst shortages. The Soma- 
lia-Ethiopian war created 1.5 million 
refuges, and the war in Uganda also 
affected neighboring Tanzania and 
Kenya. 


This year’s p6or yields produced a 
devastatingly small harvest, 20 to 30 
percent short of demand. USDA es- 


ECL CoRR NS RRA  SRLEIEN SODA 
Nearly all of our top cash customers 
once needed U.S. food aid. 
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Egypt for $105 million in wheat and flour 
over 5 years. 


In Sudan, proceeds from the sale of the 
commodities will finance agricultural 
marketing improvements and rural plan- 
ning. The proceeds in Honduras and 
Egypt will be used to improve rural serv- 
ices. 


Customers and Friends 

While food and other aid does not 
always win customers—or allies—the 
record is impressive. 


American food relief, combined with 
development assistance, helped post- 
war Japan and Western Europe rebuild 
their economies and strengthened their 
ties with the U.S. This year, these nations 
will account for about 45 percent of all 


timates that between 1.0 and 1.4 
million metric tons of grain are re- 
quired to meet the minimal consump- 
tion needs in eastern Africa. 


Of the 1.5 million tons of grain im- 

ported by eastern Africa during the 
year ending this past June, the U.S. 
supplied over one-third or 588,000 

tons—ail through the P.L. 480 pro- 

gram. 


In addition, a P.L. 480 budget sup- 
plemental approved by Congress 
allowed an extra 150,000 tons of grain 
to be shipped to eastern Africa, 
bringing the total U.S. food aid to this 
region to nearly 750,000 metric tons. 


If Congress takes favorable action on 
the fiscal 1981 P.L. 480 budget, the 
U.S. will be able to supply 200,000 to 
300,000 tons of grain more than last 
year over the next 12 months. 
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U.S. agricultural sales abroad. Japan is 
our top single customer. 


Some developing countries which have 
graduated from our food aid program to 
become top cash customers are South 
Korea—since the early 1970's one of the 
10 leading U.S. commercial export 
customers—Taiwan, and Brazii. During 
the 1970's, U.S. commercial sales also 
rose considerably to several current P.L. 
480 recipients, such as India, Chile, 
Peru, Indonesia, the Philippines, and 
Morocco. 


Food aid now being provided for 
humanitarian reasons may yield similar 
long-term benefits. When combined with 
other assistance, it can help poor na- 
tions survive shortages and develop a 
viable economic, political, and agricul- 
tural base. Developing economies and 
rising incomes often translate into ex- 
panding markets for U.S. exports. 
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Farmiline Trends 
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Monthly Price Monitor A 
Farm prices keep looking stronger. Corn hit $2.93 a bushel in mid-August, a U.S. average - 
price unmatched since 1975. Hog prices recovered to early 1979 levels. Full-month July 
figures on cotton turned midmonth doldrums into a l6-cent jump--right off last month's 
chart. And soybean, feeder steer, and broiler prices remained in a steep climb. 
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Adding Up the Farm Production Bill 


















































In a time of steadily rising costs, it show that farmers’ 1979 production ment, but most of it reflects the higher 
comes as no surprise that farmers and expenditures amounted to $135 billion, costs of farming. Back in 1971, the total 
ranchers had to lay out more than ever about $21 billion more than in 1978. production budget was only $53 billion. 
to pay last year’s production bill. Some of the extra spending went to (See page 7 for more on survey 
= Recent results of a nationwide survey expand operations and upgrade equip- findings.) 
Farm Production Expenditures The Farm Production Dollar: Where It Goes' 
Continue To Rise 
$ bil 
140 
Jf 16¢ 14¢ 13¢ 11¢ 11¢ = 106 7Gs«BGCE CBE 
120 Livestock, Farm Feed Seeds, Autos interest Fuels 
dairy, and services, (grains, plants, trucks and and 
poultry (including hay, fertilizer, tractors taxes energy 
stock rent, and and and 
marketing mixed chemicais machinery 
expenses, feeds) 
and 
D custom 
work) 
i 
] Farm labor wages | 
ao Building and fencing materiais | 
<=] ‘Based on 1979 data Farm and motor supplies 
1 79 
| Average Expenditures Per Farm Were Up ... But the Top Farms By Sales Paid Nearly Half the Total Bill 
About 20% Last Year 
4 Thousand dollars Percent of 1979 sample Percent of 1979 expenditures 
ft) 2 4 6 8 10 
By sales classes 
. Li tock 
D ond oaali ~~ $200,000 
seal and over — 
10% Less than 
Farm 68.900... 
services 
$5,000 
1 to $39,999 
Feed 
$40,000 
to $99,999 
4 Seed plants, 
fertilizer, 
chemicals 
Auto trucks, 
tractors, 
| manhinety ale to 5100000 
Interest 
and taxes 
= All expenditures: 
D Fuels and 1978— $48,000 
energy 1979—$58,000 
| | 
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